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1. Without a proper functioning electricity and gas market the European Union will find 
it increasingly difficult to ensure security of supply, a sustainable, low carbon energy 
market and ensure global competitiveness.

2. Before looking at the appropriate model for the market we need to ask “why we are 
insisting on this change?” We need this change so consumers receive a fair deal, to 
level the playing field for all market actors, producers and consumers, to ensure better 
conditions for investment ensuring security of supply and better access for renewables, 
and we need to reduce the concentration of power of large energy companies allowing 
SMEs better access to the grid. This requires a twofold approach: better regulation and 
governance of electricity and gas markets regarding operation of network monopolies 
and market design; and assertive application of competition law to reduce market 
concentration.

I - Consumer protection and social impact

3. Any model is likely to see an increase in energy prices. The impact of the EU ETS, the 
20% renewables obligation, and increasingly tight oil supply with prices around $100 
a barrel will mean prices are likely to increase.

4. Although energy poverty and the protection of vulnerable customers is an area of 
national competence, there is clearly a link with EU policy. The EU must set out a 
clear definition of energy poverty, and insist that Member State energy poverty plans 
are submitted and monitored by the Commission.  However the tools used to protect 
vulnerable customers must work with, and support, the pre-requisites of open, 
competitive markets. We need to guarantee that customers, particularly pensioners, 
who are unable to pay will not be cut off and there is no discrimination in terms of 
pricing models against poor consumers. Combating fuel poverty can be done best 
through promoting energy efficiency and energy saving measures and we should 
explore how to strengthen the link between this directive and energy efficiency 
requirements. 

5. Increased transparency is needed in terms of consumer rights. The annex to the 
Directive must be implemented, monitored and policed by National Regulatory 
Authorities (NRAs) and overseen by the new European regulatory body. Quality of 
service should be a central feature of electricity companies’ responsibilities. Clear 
sanctions for lack of implementation should be enacted, including the withdrawal of 
license or equivalent at the national level.  The proposed European Energy Consumer 
Charter should be enforced through the electricity and gas directives and thereby given 
legal weight. A statutory energy Consumer body should be set up in every Member 
State.

II- What energy model?
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6. Full ownership unbundling is the only model that can give an assurance to 
competitors who want to enter the market and ensure no conflict of interest arises.

7. The potential for unfair discrimination will always exist where a company is involved 
both in competitive and monopolistic practices. But this needs to go hand in hand with 
increased transparency, coordination of network operators, harmonisation of market 
rules and convergence of national regulations including competition policy. 

8. The Commission proposal does not require the forced privatisation of state-owned 
transmission networks following ownership unbundling.

9. The Independent Systems Operator model, where a company can own but not run an 
electricity network, implies bureaucracy and costly regulatory control and is therefore 
not a viable alternative to full ownership unbundling.

a) Investment

10. The experience of Member States indicates that full ownership unbundling leads to 
increased investment and improved network performance.

11. The ten year investment plans required under the regulation should ensure that long 
term strategies are set in place which put the needs of consumers first and not those of 
share holders. This investment strategy should ensure that the quality and numbers of 
the workforce are sufficient to deliver service obligations. It should be approved and 
monitored by NRAs and overseen by the new European Regulatory Agency. 
Investment plans should take account of the need to ultimately work towards a 
European network.

b) Renewables and decentralised generation

12. The full ownership unbundling model will ensure better access to grids for renewable 
energy, however we should go further and ensure that renewable energy and micro 
generation should have priority access to the grids, except when technical balancing 
issues make this impossible.

13. We must ensure that power is returned to the people through support for local and 
micro generation and local combined heat and power plants. This will require massive 
investments in smart grids. Today, vertically integrated electricity companies have no 
incentive to make these investments, as they will not be building or controlling much 
of this local generation.

14. Modernization of distribution networks is essential for the development of 
decentralized generation and for improving energy efficiency. The Directive should 
ensure that district systems can be encouraged.
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III - Implementation and the regulators

15. The Commission should rigorously pursue Member States who have failed to 
implement current directives. Policing and clear sanctions are necessary to ensure that 
the next model is successful; this is particularly true for energy networks, which are 
natural monopolies.

16. National regulators must be truly independent from both government and industry, and 
minimum standards in the harmonisation of their powers should be achieved via the 
establishment of common rules on transparency and accountability. They should also 
be given responsibility for ensuring that the needs of European consumers are taken 
into account when taking decisions notably on cross-border investments.

17. NRAs should be able to impose measures to stimulate competition, and be responsible 
for reviewing which companies enjoy significant market dominance. NRAs should be 
given the tools to achieve a more competitive outcome, through close cooperation with 
national and EU cartel authorities, and should be legally empowered to enter in to 
agreements with other EU and national regulatory authorities (e.g. on sharing data).

18. EU legislation should set out clearly the policy objectives and precise scope of NRAs' 
duties and powers, covering the power to fix or approve network access tariffs and the 
methodology used to set the tariffs. NRAs must each have the power to obtain relevant 
information from gas and electricity companies and impose effective sanctions 
together with appropriate rights of investigation and sufficient powers for dispute 
settlement.

19. National regulators should be encouraged to use the right to impose price caps in 
uncompetitive markets for a defined and limited period where member states are slow 
to implement EU laws so customers remain protected against market abuse. 
Commission authorities should prosecute regulated tariffs lower than the market rate 
as this impedes competition and distorts competition especially amongst high-energy 
users within the EU.

20. The Commission suggests a number of provisions, which would delegate powers to 
the Commission to adopt binding guidelines through Comitology. However legislative 
powers should be addressed through codecision where appropriate, and not through 
Comitology, so as not to undermine the European Parliament's powers.

IV - The European Regulatory Energy Agency (Agency)

21. Clear duties of national and European regulatory bodies should be set out to ensure no 
duplication. The Regulatory Authority should monitor any conditions set out in the 
Directive for National Regulators. Failure to comply with the rules set out in the 
directive should lead to clear sanctions.  The powers and independence of the 
proposed European Regulatory Agency should be assured through accountability to 
the European Parliament.
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22. On cross border issues there is a need to recognise the regulatory gap and the need for 
better interconnections in parts of the European market.  Thus the proposal to give the 
Agency the power to decide on exemptions for interconnectors and on exemptions if 
the infrastructure is located on the territory of more than one Member State is 
welcome. If the competent NRAs are unable to reach agreement on an appropriate 
regulatory regime the European Agency may put essential interconnectors out to 
tender in consultation with the appropriate authorities. Costs should be passed on to 
the consumer in a regulated and transparent framework. The Agency should have a 
more active role in regulation of cross-border issues.

V - Regional Electricity Markets

23. Ultimately our goal should be to work towards a single European network in 
electricity through appropriate, clear and incremental steps. It should be made clear 
that this should be carried out along with full ownership unbundling and not 
considered an alternative model.

24. TSOs should be given a clear route map and timetable to ensure that this is moved on. 
A balance has to be found on which powers are with the TSOs and which are with 
regulatory authorities. In general regulators are better placed to define codes for 
commercial activities – e.g. balancing rules, congestion rules whereas technical codes 
should be the responsibility of TSOs. Development of an EU grid code would ensure 
that regional markets would not drift apart.

25. Defining regions and stimulating regional cooperation to ensure a smoothly integrated 
market in the wider European context is crucial. It is essential to link up "energy 
islands" like the Baltic states which have not been connected to the UCTE (Union for 
the Co-ordination of Transmission of Electricity) grid. We need incentives in place to 
tackle the obstacles that cause delays in the creation of new energy import and export 
infrastructure. The Agency should thus operate also with respect to the regional 
dimension.

VI - Third Country ownership

26. Energy is undoubtedly an area where national and European interests should be 
considered paramount in particular in the context of security of supply. There is a 
further need for clarification on what the impact of this clause would be in relation to 
current third country investments in EU transmission systems, and the limitation on an 
investment pool for the buying up of divested infrastructure as a result of the 
unbundling requirements. The rapporteur should point out that her preferred option for 
ownership of infrastructure would be a majority holding by the public sector.


	702014en.doc

